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Sept. 14, 2006
Contact: Charles Keegan, UM Bureau of Business and Economic Research, 406-243-5113.
UM RESEARCHER: FOREST PRODUCTION DECLINES EXPECTED
MISSOULA —
A weakening U.S. housing industry had minimal impact on output from Montana’s
forest products industry through the first half of the year, but production declines are expected
in the second half of 2006 and into 2007, according to a University of Montana researcher.
Lumber prices declined slightly in the first quarter of 2006 and sharply in April, May
and June in response to reduced housing starts, reports Charles Keegan, director of forest
industry research at UM’s Bureau of Business and Economic Research.
Prices in June 2006 were down more than 20 percent from 2005 June levels, Keegan
said, adding that lumber production, the number of production workers and production wages
at Montana mills also declined.
Montana’s lum ber production in the first half of 2006 was 491 million board feet, down
5 percent from the first half of 2005. There was an average of 3,546 production workers in the
first half of 2006, down 5.3 percent from the same period of 2005. Production wages reached
$66.42 million in the first half of 2006, down 2.6 percent from the first half of 2005.
Keegan pointed out that the lower production from Montana mills relative to first half
of 2005 was due primarily to the permanent closure of Eureka’s Owens-Hurst sawmill in June
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2005. Prices were relatively high when the Owens-Hurst mill closed. Production at remaining
mills in Montana was unchanged in the first half of 2006.
U.S. housing starts dropped sharply in July, and lumber prices fell further in July and
August. Keegan expects prices to remain relatively low into 2007. A four-day closure occurred
at the Stimson stud mill in Bonner in early September, and Keegan foresees additional
curtailments in response to the weaker markets.
Present markets and the national housing decline present challenges for Montana’s
forest products industry, Keegan said. Other factors that influence the industry include:
■ competition from Canada and other areas;
■ a potential new Canadian softwood lumber agreement;
■ timber availability; and
■ the value of the U.S. dollar.
Wage, employment and production figures refer only to Montana production workers at
timber processing plants and facilities processing wood fiber residue from timber processing
facilities. Production workers account for 30 percent to 40 percent of the workers in Montana’s
forest products industry. Estimates do not include the several thousand workers in logging,
trucking and other related jobs.
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